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SOURCES: 


(1) 


Yearly average exchange rate: 


1974 US$1 = LL 

1979 US$1 = LL 

1980 USsi = LL 4. 

1982 US$1 LL 4.71 (average of first quarter) 


Figures have been rounded 
Estimated by Lebanon's Central Bank 


Deflated using consumer price index - Central Bank 
Annual Report, 1979/1980 


Central Bank Annual Report, 1979/1980. However, for 
wage increase purposes the GOI used in 1981 a sliding 
scale of inflation, where the minimum increase was 15 
PELTCenL:. 


Ministry of Finance 
Central Bank 


Total exports/imports are estimated by the Beirut Chamber 
of Commerce and Industry; Industrial exports/imports are 
estimated by the Ministry of Industry; Imports of crude 
oil and refined products are estimated by the Ministry 

of Petroleum. 

Services, transfers, capital estimated by Central Bank. 
Balance of Payments' surplus is estimated by the Central 
Bank. 


U.S. Department of Commerce 


estimate 
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to the Arab Gulf countries during the civil war and 
subsequent hostilities has managed to keep the country 
financially solvent. It is estimated that the Lebanese 
working in these countries are remitting to Lebanon about 
$150-200 million per month. Substantial funds also enter 
the country in the form of secret subsidies for various 
political and militia groups, profits of Lebanese firms 
Operating abroad, and official assistance to the Lebanese 
Government. As a result, Lebanon's net capital inflow on 
the services, transfers, and capital accounts more than 
offset the country's large balance of trade deficit. In 
1974, the year before the civil war, Lebanon's trade deficit 
was ££ 2.46 billion ($1.06 billion), or 141 percent of 
total exports. In 1981, the trade deficit reached {££ 6.1 
billion ($1.4 billion), or 113 percent of total exports. 
For 1981, the country's Balance of Payments surplus is 
estimated at about $850 million, compared to $475 million 
for 1980, and $804 million for 1974. Since the civil 
war, Lebanon has continued to register a balance of 
payments surplus. 


Although no reliable statistics are available on Lebanon's 
inflation rate, it is estimated that inflation is running 
at an annual rate of over 20 percent and is the principal 
cause for the rapid rise in industrial production and 
operating costs. Some critics argue that GOL's policy of 
running high budget deficits has been the chief contributor 
to Lebanon's high inflation. 


BUDGET: The GOL has traditionally resorted to deficit 
financing to finance its budget; however, since the 1975-76 
Civil war, the GOL has been accumulating increasingly larger 
budget deficits as traditional sources of revenue shrink. 

In 1974, the budget deficit was ££ 213.5 million ($91.6 
million). In 1981, the GOL budget deficit amounted to 

££ 1.4 billion ($331.8 million), or approximately 25 

percent of the total budget. In 1982, the GOL budget is 

set at ££ 7.55 billion ($1.60 billion), with expenditures 
amounting to ££ 6.3 billion ($1.34 billion), an increase 

of more than 40 percent above 1981 levels. For the 1982 

GOL budget, revenues total approximately {££ 3.55 billion 
($754 million), up 14.5 percent above 1981 levels. However, 
GOL revenues as percentage of the total budget have decreased 
Steadily since 1975. 

In an effort to reduce the budget deficit, the GOL is 
attempting to expand its traditional sources of revenue through 
tax reforms and more effective collection of custom revenues. 
It is conservatively estimated that the GOL is losing 
approximately ££ 150-200 million monthly in custom revenues 
because of smuggling through Lebanon's official and illicit 
ports. To finance its deficit, the GOL has been forced to 
borrow from the local banks. The GOL has also been able to 





finance the budget deficit from the considerable paper 

profits the Central Bank has earned on its foreign currency 
holding. In foreign reserves, the GOL has 9.22 million 

troy ounces of go ae and about $1.5 billion in foreign currency, 
principally dolla As the Lebanese pound depreciates 

against the dolla the Central Bank's holdings in Lebanese 
pounds caeiiuat. 


also counting on financial assistance from 
il rich Arab states to help finance its current 
ficit. At the 1979 Tunis Arab Summit, Arab countries 
provide Lebanon with $2 billion over a five-year 
“$400 mill i0n per annum in financial aid for 
and development projects. To date, the 

$371 million of the promised financial 
he Lebanese Government has had to finance 
its proposed development projects itself, thus 
contributing to the budget deficit In the 1982 
expenditures for development represe! noone nets 
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economic managers as well as their critics agree 
GOL cannot eee eee to amass large cues geficits 
running the risk of bankrupting the economy. For 
the GOL seems to oe caught between the rock and 
Without the cooperation of the militias, it 
‘rations of the illicit ports and 
1eeded custom revenues. [t is unlikely that 
be forthcoming,since these militias 
‘nue from the illicit ports to finance their 
Until the GOL becomes stronger and the security 
mproves, it is oe that the Lebanese 
will be any more l at collecting income 
it has been at mel iee! ing custom revenues. The 
trepreneurs have traditionally been very adept 
aeataae paying income taxes; however, the absence of 
strong central government has exacerbated the problem. 

[The GOL's public debt is relatively small 
compared to the country's large foreign reserve holdings. 
Nevertheless, the rapid rise of this debt over the years 
bodes ill for the res Total debt has gone up from 

million in 1974 to an estimated ££ 6.4 billion in 

[The internal debt has always been the larger component 
and represents {§ “5 billion 1981 figure. Critics of the 
GOL's fiscal and monetary policies claim that the government's 
estimates of its public debt are not accurate and do not 
include GOL subsidies to various sectors of the economy, such 
as the GOL Fuel Compensation Fund, the government mechanism 
used to subsidize petroleum imports and prices. Apparently 





this subsidy alone exceeds ££ 5 billion but is not included 
iit O£Ticial statistics. 


rRADE: Despite the outbreak of hostilities in April 1981, 
and the prevailing uncertain security conditions, Lebanon' 
exports in value terms increased by about 30 percent in 1981 
compared to 1980. The Beirut Chamber of Commerce and 
Industry (BCCI) estimates Lebanon's total exports for 1981 
at about ££ 5.40 billion ($1.3 billion) compared to about 
££ 4.16 billion ($1.2 billion) in 1980. Lebanon's exports 
went mainly to Iraq, Saudi Arabia, Jordan and Syria, and 
constituted principally the following commodities: 
construction material, vegetable products, chemicals and 
textiles. In 1981, Lebanon's industrial exports reached about 
££2.29 billion ($542.7 million) compared to ££ 1.82 billion 
($529.1 million) Sa) 1980, reflecting an increase of 25.8 
percent. Lebancat industrial exports to Arab countries 


constituted 96.6 eae of the country's total industrial 
exports. Major industrial exports, which include a high 
proportion of reexports, are clothing, non-metallic minerals, 
cement, metal products, chemicals and aluminum products. 


In 19 I Lebanon's imports (excluding gold) are estimated at 
about ££ 11.50 billion ($2.7 billion) compared to ££ 10.0 

bi ae ($2.9 billion) in 1980, an increase of 15 percent. 
Imports to Lebanon originated mainly in western Europe, 

the United States and Japan. It is estimated that Lebanon 
imported about ££ 200 million ($47.4 million) in industrial 
equipment in 1981, compared to about ££ 507 million ($147.4 
million) in 1980, a decrease of 60.6 percent. This sharp 
drop is considered a direct result of the activities of 
Lebanon's illegal ports. It is argued that approximately 
410-50 percent of Lebanon's imports enter the country through 
these ports. In 1981, Lebanon's custom revenues totalled 
about ££ 436.1 million ($103.3 million) compared to about 
££683.2 million ($198.6 million) in 1980, a decrease of 36.2 
percent. Customs receipts were expected to reach ££ 2.0 
billion ($473.9 million) in 1981. This decrease in customs 
receipts is also due primarily to the activity of the dozen 

or more illicit ports operating along Lebanon's coast. 

It is estimated that the GOL is losing {££ 2-3 billion yearly 
in custom revenue as a result of the operation of these ports. 


BANKING AND FINANCE: During 1981, Lebanon's banking sector 
continued to perform very well. There are 89 banks actually 
operating in Lebanon, a phenomenal number for a country the 
Size of Lebanon. In 1981, many Lebanese banks opened 
branches throughout the country and in several European 
countries. In February 1982, Beirut was chosen as the 
headquarters for the Arab Stock Exchange Union. This choice 
reflects Lebanon's continued importance as a financial 
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has been largely financed by remittances from Lebanese 
individuals and firms working abroad and has had a positive 


effect on activity in other industries such as cement 


production, iron production, the manufacture of paint, glass 
and other construction-related products. 





Lebanon's heavy industries are located mainly in the north. 
Cement is Lebanon's principal major industry. Lebanon's 
cement production began in 1929 with the establishment of 
the Lebanese Cement Company in Shikka, in northern Lebanon. 
In its first year, the company produced about 50,000 tons. 
In 1953, the National Cement Company was established also 
in Shikka. In 1981, total cement production in Lebanon 
reached 2.2 million tons. Approximately 65 percent of the 
production was sold in Lebanon. in 198i, local sales 
amounted to 1.4 million tons, an increase of 128 percent 
compared to 1980. Another important plant in northern 
Lebanon is the Eternit du Liban, which produces cement- 
based pipes, ceilings and reservoirs. Since the 1975-76 
Civil war, this plant's production capacity has been increased 
by 120 percent. Eternit du Liban produces annually about 
60,000 tons,of which approximately 90 percent is exported. 
Lebanon's Iron and Steel Plant located in Tripoli is 
currently producing about 100,000 tons; it is estimated 


that 60 percent of this production is sold locally. Other 
major industrial subsectors in Lebanon are the textile and 
leather goods industries, furniture and wood products 
industries, and the food and beverages industries. 


According to the Ministry of Industry, 31 industrial permits 
for new industrial operations were issued during 1981 compared 
to 77 permits in 1980 and 138 permits in 1979. This 


Sharp decrease in the number of permits issued in 1981 is a 
result of the outbreak of violence in Spring 1981, and the 
uncertain security situation which prevailed during the year. 
In 1981 industrial permits were issued for operations in 

the chemical and petro-chemical sector, the paper products 
industry and the food and beverages sector. 


If the security conditions improve and the political 
situation stabilizes, most observers of Lebanon's economy 
expect that there will be a significant increase in the 
number of industrial permits issued in 1982 and the number 
of new industries beginning operations. They also believe 
that unless there is a serious deterioration in security 
conditions, Lebanon's industrial activity is expected to 
remain at the levels of the last two years. Nevertheless, 
they would also agree that the prolonged hostilities and 
continuing uncertain security conditions have had a very 
debilitating effect on Lebanon's industrial sector and have 
served to undermine the Lebanese industrialists’ confidence 
in the ability of the GOL to come to grips with Lebanon's 
immediate and long-term economic problems. 

CONSTRUCTION AND REAL ESTATE: After several years of lack- 
luster performance due to the civil war and subsequent 
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Stable situation enabled agricultural output in 1981 to reach 
nearly pre-war levels. However, in the South, production 

of tobacco and other products has remained low due to the 
continuing uncertain security conditions. Poultry production 
is also relatively important in Lebanon. 


Lebanon's agricultural exports in 1981 were estimated at 
Y£ 972 million ($230.3 million) compared to ££& 749 million 
($217.7 million) in 1980, reflecting an increase of about 
30 percent. In 1981, Lebanon's agricultural imports were 
estimated at ££ 2.07 billion ($490.5 million) compared to 
) 


££ 1.8 billion ($523.3 million) in 1980, representing an in- 
crease of 15 percent. 


FOREIGN INVESTMENT: Lebanon encourages foreign investment. 
Foreign investors are free to organize a Lebanese company, 
participate in a joint venture with an existing Lebanese 
company, or establish a branch or subsidiary of foreign 





firms. In principle, Lebanon imposes no performance 
requirements on foreign investors regarding geographic 
location, percent of local content, import substitution 

Or export expansion. Investment incentives are extended 

to new industries which produce a product not previously 
manufactured in Lebanon and meet some specified geographic 
criteria. Tax concessions are accorded to Lebanese and 
foreign enterprises. However, firms benefiting from the 

tax exemptions are required to continue operating in 

Lebanon after expiration of the period of tax exemption 

for at least as long as the period during which they enjoyed 
the exemption. In line with its free exchange policy, 
Lebanon poses no restrictions on the repatriation of profits 
or other capital movements. Foreign companies which establish 
branch offices to pursue their business activities are 
liable to pay corporate, in addition to personal, income 
taxes. In the case of representative offices, expatriate 
personnel are liable for personal income taxes only. 


In January 1977, GOL established the National Investment 
Guarantee Corporation to insure new investments against 

the risk of war and general civil disturbances including 
Civil war, revolution, sedition and public acts of violence. 
Moreover, in February 1981, the GOL signed an investment 
incentive agreement with the U.S. Government agency, the 
Overseas Private Investment Corporation (OPIC). This move 
is expected to encourage American private investment in 
Lebanon. Estimates of total foreign direct private sector 
investment in Lebanon are not available. The Embassy 
estimates that total U.S. private sector investment in 
Lebanon in 1980 does not exceed $40 million in net book value. 


COMMUNICATIONS AND TRANSPORT: A number of communication 
projects were initiated in 1981 to improve Lebanon's overall 
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communications network. The most important project was the 
ground telecommunications satellite station at 
liyah in the Matn, inaugurated in January 1982. The 
Station has a capacity of 900 international channels 
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[he closure of Beirut International Airport for several weeks 
in Spring 1981, and the world-wide depression in the air- 
lines industry had a negative impact on Lebanon's airlines 
industry. MEA estimated its losses for 1981 at ££ 120 
million ($28.4 million) compared to a profit of £& 9 million 

92.6 million) in 1980. MEA expects losses amounting to 

5 million in 1982 and $10 million in 1983, and a profit 

$5 million in 1984. 


1 effort to counterbalance the effect of the considerable 
© revenue in 1981, MEA raised the firm's capitalization 
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from ££ 100 million ($23.7 million) to ££ 150 million 
($35.5 million). The airline also received a 10-year long- 
term loan of ££ 150 million ($35.5 million) from the GOL 

at soft interest rate (5.5 percent p.a.). Also, MEA is 
considering expanding its route network to include flights 
to the Far East, Africa and North and South America. In 
November 1981, MEA signed a contract with the "Airbus 
Industrie Co." for the purchase of five airbus A-310 

planes at $350 million, with an option to acquire 14 
additional planes. These fuel-efficient, twin engined 
wide-bodied jets, seating 207 passengers in the MEA configu- 
ration, should save MEA 26-27 percent on fuel consumption. 
Delivery of the A-310, powered by Pratt and Whitney 
JT9D-7R4E engines, is scheduled to begin in the Spring of 
1984. 


TMA estimates its losses for 1981 between ££ 45-50 million 
(around $10-12 million), compared to a loss of ££ 17 

million ($4.9 million) in 1980. Due to the reduction of 
TMA's traffic rights, the company has lost the equivalent 

of a gross revenue of ££ 250 million a year since 1977. 

TMA is presently considering the possibility of replacing 
its current nine B-707 aircraft with DC8-73 planes, equipped 
with CFM engines. 


The "Lebanese Helicopter Company," which started operation 
in February 1980, runs three American helicopters - two 
18-seaters and one 5-seater - and operates two domestic 
routes - three round-trip daily flights between Beirut 

and Juniyah, and Beirut and Tripoli. Since it started 
Operations, the Lebanese Helicopter Co. has carried 

30,700 passengers. 


Due to the outbreak of hostilities in 1980, activity at the 
Beirut International Airport decreased in 1981 compared to 
1980. In Spring 1981, the airport was closed for nearly a 
month. In 1981, aircraft landings and takeoffs were 15.6 
percent lower than in 1980. The total number of passengers 
arriving, departing and transiting decreased by approximately 
15 percent in 1981 compared to 1980. 


Also, due to the outbreak of hostilities in April 1981, the 
Port of Beirut ceased operations for several weeks. Rockets 
and shells landing in the Port complex resulted in damages 
estimated at ££ 1.5 million ($355,000). The Port Company 
expects its deficit for 1981 to amount to around {ff 50 
million ($11.8 million). The Port Company's deficit from 
1975 to end of 1981 is estimated at around {££ 180 million 
($42.7 million) The proliferation of smuggling along 
Lebanon's dozen or so illegal ports has also suppressed 
Beirut Port activity. There were 52 regular shipping lines 
serving Beirut Port in 1981, of which 7 lines (including 
two American lines) connected U.S. east coast ports to 
Beirut on a regular basis. 
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Lebanon's climate, countryside, beaches and archeological 
monuments have always attracted tourists from all over the 
world. As a result of the civil war and subsequent hosti- 
lities, the number of tourists visiting Lebanon has greatly 
declined since 1975. In an attempt to revive the country's 
tourism sector, the National Council of Tourism has 

developed special excursions to the tourist areas in 

Lebanon and is attempting to renew the international tourist 
industry's interest in Lebanon as a vacation spot. 


EDUCATION: Lebanon's chief resource is its educated, 
bilingual and often trilingual population. Lebanon offers 

a large number of private as well as public schools. It 

is believed that Lebanon's private schools provide a 
Superior education. These schools are in great demand and 
accordingly charge high fees. Private schools teach Arabic, 
French and English, normally with emphasis on two languages. 
About two-thirds of all students attend private schools. 
With the exception of the American Community School, 
secondary education follows the French systen. 


In 1979-80, Lebanon had 2,458 general education schools 

with over 600,000 students. Despite a drop in the number 
of vocational and technical schools from 151 prior to the 
war to 130 in 1979-80, total enrollment rose from 25,000 

to 28,000. The country's 15 institutes of higher education 
have over 85,000 students, including nearly 30,000 non- 
Lebanese. The American University of Beirut (AUB) , founded 
in 1866 by representatives of the U.S. Presbyterian Church, 
is chartered by the State of New York. AUB is a privately 
owned institution funded by tuitions, contributions, 
endowments, income from the American University Hospital 

and service contracts. The country's other main universities 
include the St. Joseph University, the Lebanese University, 
a national university, and the Arab University of Beirut, 
affiliated with the University of Alexandria, Egypt. In 
addition, there are eleven recognized four-year liberal 

arts colleges, including the Beirut University College 
(accredited in the State of New York), Haigazian College 

and the Near East School of Theology. 


IMPLICATIONS FOR THE UNITED STATES: The United States has 
a well-established position in Lebanon's commerce. Before 
the war, more than 400 U.S. firms had offices in Beirut. 
When the war began, most of these firms closed their 

Beirut offices and relocated either in the region, in 
Europe or the U.S. The number of U.S. representative 
offices in Beirut totalled 92 in 1979, 100 in 1980 and 104 
in 1982. As the security situation improves, the number of 
U.S. firms represented in Beirut should increase. Some of 
the U.S. firms operating in Lebanon are IBM and NCR, 
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KEY BUSINESS CONTACTS IN LEBANON: 





S. GOVERNMENT PRINTING ( 


IF FICE 


United States Embassy 

Robert S. Dillon, Ambassador 
P.O. Box 110-301 

Tel: 361800 


Beirut Chamber of Commerce and Industry 
Adnan Kassar, President 

P.O. Box 11-1801 

Tel: 353390 


Lebanese Banks Association 
Assad Sawaya, President 
P.O. Box 976 

tek? 341301 


Association of Lebanese Industrialists 
Fouad Abi Saleh, President 

P.O. Box 11=1520 

Tel: 350280 


Ministry of Economy and Commerce 
Khalid Jumblatt, Minister 
Tel: 345050 


Ministry of Agriculture 
Moustapha Dernayka, Minister 
Tel: 387300 


Ministry of Industry and Petroleum 
Muhammad Youssef Beydoun, Minister 
Tel: 385250 


Ministry of Finance 
Ali al-Khalil, Minister 
Tel: 224900 


(All above addresses - Beirut, Lebanon) 











